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INTRODUCTION 



How aVe you going to use your jqb skills after yoo finish 
dchooLf . ' 



Have you. ever thoiight, abojjt starting your own, pluml?ing business^ 



This module describes people who have started and managed 
*small plumbing businesses* It gives you an idea of what chey 
do and ^ome of the special skills th^y need. 

Youcwill read about: 

planning a plumbing business 
"choosing a location 
getting raoney^to start ^ * 
being in eharg^^ <• 
organizing the w^r^c 

setting prices - ^ ' 

• advertising and selling 
' ^keieping f inancial^ecords 

keeping your busxtiess successful • 
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You will al90 have a chance to practice soqie of the things 
that plumbing busii/e.ss owners ^o. ' ^ 

Then ypu will have a better idea of whether a 'career as a 
plumbing business owner is f or- you^ 

• O ; . ■■ y. 

Before you c^^d this module^ you. might want.to study Module 1, 
Getting Down to business: What's It AiiA About ? 

When you finish this ^module, you might ^want to read 

[^o^ule "29, Getting Dbwn f% Business! Energy Specialist 

Service ; • - . 

Module 33, Getting Down to Business: Cqrisrtruction, 

^ . Electrician Business ; \ 

Module 36, Getting Down to Business: Air Conditioning 

and Ife^ting Service . ^ 

These modules are related to other programs \jy trades. and 
industry, \ • . 



UNIT-U 



Planning a Plumbing Business 



Goal: 



To help you plan your plumbing business, 



Objective }: DescriBe the services, customers, and 
con^petjjLtion of a plumbing business'. 

Objective 2: List three helpful personal qualities 
an owner of a plumbirtg business might have. < 

Objective 3: List three vays to he'lp your business 
compete successfully: 

.Objective 4: List One or more special legal 

requirements ^or running a. plumbing businesiS.' 
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WALT POWELi PLANS A PLUMBING BUSINESS 



Walt Powell has'worked as a plumber for ten years. Now 
he waists to work for himseTf. He'wants td start his own 
sm'air plumbing contracting bus iries*s doing construction voV'k 
on home s . 

During higl\ school; Wal^ had w.orked as general helper' 
^on small construction jobs. He had decided he'd like'to' 
specialize in- plumbing. After high school, he applied to 
the plumbers union tut dWn't have the required experience. 
He found it difficult to get a job that would give him the 
experience* he needed. But he continued to*work'in con- 
struction. He kept on looking for an opport;unity to learn 
the plumbing tr^e. 

After about a year, one of the plumbers he met on a job 
hired him as a helper. He learned the trade on the job and 
gradually becamd" a skilled plumber. He worked mostly in 
.residential cons trudtion of single homes and small housing 
tracts near the town where. h^ lives. 

N6fw construction is oh the increase in the area where 
.Walt lives. ^He .says, "Now would be a good time tp start on 
my own. ^ere should be enough work so that someone start- 
ing out— l-ik€-me-can--get-joi>s\^ J can^ start by ^talking to 
the- contractors • I ^ve. worked for over the- years who know" " * 
they can depend on me. I know some things about the* busi- 
ness side of it. I^m ready to learn what else 1*11 need to 
know^"^ • ... . 

^ Walt .took a ' cOnt-rattor' s' licensing test on plumbing and 
related laws. When he found out he passed, he said, "Now \ 
I*m ready to organize my own -business." i 




Planning a Plumbing Business 

There are many7\nany small businesses in AMerica'. Small busineLes 

can have as few as G^ne worker (the owner) or as ^raany as. four workers. A 

small business owner is *'self-emptoyed . " Often a* whole family works 

. • ' • ^ • ' ' 

together ma small business. ' 

ijost plumbers work for someone else as an employee. But some p^lumb^ v 
ers work Independently and are self-employed.. Others may rtire employees 
and become an owi^er-manager .i;^ These- materials can help you learn what is 
involved in being self-employed. Then, you can decide' if it is a .long-term 
career goal you would like for yourself. e ♦ ' 

Walt Powell wanted to start, his own* plumbi-rig business. As you work 
through these materials, you will see how his business develops. In this 
section you will learn abou^ these four things involved in planning a 
plumbing business: - . * ' 

deciding what the services, customers, and competition will be; ^ 

• deciding what personal skills and characteristics are needed for 
this type of business; • > * 

• deciding what to do to compete successfully; and 

• learning about the legal requirements for running this type of * 
business. . * , ' 



■ ■ ■ V 

Sert^ices, Customers,, and gompetit'ion . 

r 

An important step in planning is to decide what services you^ill 
offer, who your* customers will* be, *and.what the competition offers. ' 

' Services . Ther^ are several types of pLumbing services that can be 
provided. Some companies specialize in one atea.' Others provide a range 



of services. ^One service area is to do'cons truct ion work and install the 

plumbing in. a new building. This is the type of servicer that Walt PoweH 

plans to provide. Another type of service is to remodel or replace 

plumb-ing. For example, a home owner may call in a plumber to modernize a 

bathroom or replace a sink. A third major area is to .clean, or repair the 
/ » , . . • ^^^^^ 

plumbing or replace small equipment. Often drains and water lines col- 
lect sludge or grease and need to be cleaned' out. Repairs are* often ^ . 
needed. These- range from a leaky faucet to a broken water line.> Equip- 
ment may n^ed to be fi'Xed or replaced. It 'cr>uld be a garbage disposal^or ' 
a wacer heater. 



Customers ^ General contractors .are good customers fop new construc- 
tion work in homes and other buildings. General contractors* may also 
c^ustomers for remodeling work. Home owners are potential customers for 
drain cleaning, repair work, and remodeling. Other .potent ial elastomers 
are apartmenfowners and owners of small businesses, such as restaurants 
.or stores. Factories and office buildings also need services. These, 
include construction, remodeling, repair, and maintenancTe services. 



Compet it ion . There -is competition i^n the plumbing business. Some 
companies are large and provide a wide range bf services. Other busi- 
nesses specialize in a type of service such as undergT;pund water pipes or 
small repair, . TK'ere are some plumbing'companies that have several 
branches, especially in the area of drain and sewer t:leaning. > Each busi- 
ness offers a service they believe people need and wiill pay for. 



Personal ^Qualities • ^ • 
=T \ 

Walt wants to know if he" has the personal qualities that are needed 
to run his own business. He knows he has the necessary skills in his 
craft. He learned about busitiess laws for his license test. Below are 
personal^qualit ies that he felt would be important. 



Like people . He feels it is important to like de aling With -both/ 
customers anjd. employees,' 
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Be a good organizer an4 planner . He feels it' is importaat to^Se 
organized arid to be able to plan his time arid his work. He aiso knows it 
' is 'important to pay attention to details. . , 

Have good business sense . He knoWs he must know about costs and 
deci^d^ how much" to charge. Tha't way he can make^ profit and yet not • 
charge more than his competition. 

Be a problem solver >>. He knows Ghat customers will call hint with a 
problem.^ His job i^ to help solve ^hese pro^ems. ^ 

Be a hard worker . He *knows it will take hard work. He will probably 
work longer hours than at his old job. ^ 

How to Compete Succes'sf ulL y I 



There are several thirigs you can do ,to compete successfully. We will 
mention them now, and yoij will learn more about them as you work through-^ 
the materials. > . ^ • . 

Do a-lot of research ^nd planning before, you start the business. 
This will help you to decide what services to offer ^'and where to off^er. 
these services. Ybu should offer a service you tlvink people want an^i 
will pay for. ' » _^ - 

Offer special services that other businesses do not*"offer. . For 

; • » 

example, yqu could offer 24-hout' respons*e to emergency calls. 

-» • 

.Establish a business image that people will remember. ' You may want 
an image that is professional*, yet friendjy. 



Legal Requirements . . ' '* 

The laws for starting a plumbing business varj^ from state to state,^ 
Most states require that you Have several years of experience, pa^s a \ 
state test, and demonstrate youV- financial reliability 'to qualify fpr a 
contractor's license. Once you have your contractor's license, then yoii, 
can start your. own business; V'ou will usually need a city business 
license, alsbj You will have to find out exactly what the legal requirCk*- 
ments are in your local area. ^ ^ ' . 



Summary - 

Plumbing businesses do new construction, remodeling, r^^air, and 
maintenance work.' They proviHe services for home^s, apartments, small 
businesses, and commercial buildings. In new construct iorij they work as 
a subcontractor for a general contractor. The small business owner 
should be good it his or her trade and also good at running a business. 



Learil|fag Activities 



lo'd i vidua 1 vAc t ivi ties ^ ^ 



1. Look up "Plumbing" in the Yellow Pages of your pfione book, \flake a 

o 

list of th'e cervices advertised. /' : 
• / ' 

' " ^ ^ ^ ' *'/ 

2% Look up "Pluitibing" in the Yel'low fages of y^ur pVjone book.>, Make a' 
list of the customers specified- 

3. Look up "Plumbing" in the Yellow Pages of your phone book. Make a 

list of several things Sfif^at are mentioned to »make* a business stand ^ 

/. . . . ♦'f * ' • 

out from. Its competition. For example-, free estimates might 'be 

emphasized.* ^ ' . 

*4. Do you have the right p,ersonal qualities to'run a plumljing b*usiTiess? 
Put a check by each qaalii:y you think you have. ^ * 

Work, wall with people ' % * 

Drganizea 



Interested in business 
Cari solve problems 
Willing to wor4c long hoprs 



5. Call cfr write to your state licensing agency. >Ask what *fche legal 
T^quiremen'ts are for running a plumbing business and what fees^or 
bonds (a bond is a guaVantee that* you will pay up to a certain amount 
of money in claims against you) are required. Make a list of the * 
requirements. * * 
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Di3j:ussaon^ Queetions , * 

■ " ■ ■ ■ ' . • J - ■ ' 

1. What do you think are the advantager^nd disadvantages of running 

your 6wn business as compared to working for someone else?' 

^ ' ' / ' 

I ■ ' ■ ' 

2, List users of plumbing "servicea in your local area and typical ser- 
vices they might need, such as unclogging a drain, ' ^ * 

^3, .Do you think -Walt Powell has a good background for starting his own 
business? Whyy or why not? Also list ways Walt carf get moref^ inf or- 
\mation,t*o help him start bis /business. 



Group Activity 



\ 



List all the questions you can think of to ask ^the owner, of a plumb- 
ing business, 5or example, 'Vhat s^rvic^s do you offer? What customers 
do you serve? What is your competition like? What knowledge or skills 

do you need to rUn your own busina^s?^' • These are just a' few questions to 

' ' . " ^ I* 

g,et you started, tist at least 20 questions, 

* , "* ■ • 

% * 

V , 

' Al«o invite a person involved in a plumbing bsusiness to visit yoi>r ^ 
class while* you are working on these materials, Ypu can ask the visitor 
to answer these questions. Try* to .give your guest the list of questions 
before he or she comes, .so the person will ^pow what you aj^ interested 
in, * 



To find someone to invite, contact your local trade association or 
call someone from the Yellow Pages* ' 



Choosing a Location 



Goal: To help* you choose a location for a plumbing business 



Objective 1: List three things to think about in 
* deciding on a service area for your business. 

Objective 2: Pick the best location fot** a plumbing 
business from thre^ choices and explaii;^ your 
"choice. ' . . ^ 
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WALT DfeCIDES WHERE TO LOCATE 



Walt knew he wanted to continue to work m the area 
wliere he lived, Easton. He knew a lot of the people in the 
local construction business. _They could help him get more 
work. ' » ^ » 

Easton is a small town near a large city. .Over ttie* 
years the suburbs of the city have been expanding. Now . 
more people are finding Easton an attractive place to. live. 
One local comgany is'' increasing the capacity 'of its plant . 
in Easton. Two other lar|e firms are in the process of 
building facilities there. As jobs are created, new houses 
will be heeded. 

Walt s^ys, "The established plumbing contractors are in 
a^good position to do large commercial jobs and "housing 
tract developments,. They won't be very interested in doing 
single homes. Single homes i^ what I like and know best. 
So that's the ^market aim for." v^, 

Walt set up an .off ice in his home. ,Ke brought in a ^ 
desk, typewriter, adding machine, file 'cabinet , and books 
and su^jpl^ies he woiy.d need for keeping recorc|s. He bought 
an answering machine that cpuld take messages for him. He 
got one^ that, you ^could call into and hear the messages 
pl^ayed back.'* He also started using^'a secretarial service 
near h'is home. ^ He used it for typing jobs to be. done that, 
he wantfe'd-tp look professional, 



Now Walt has decided on the area^e wilL service and 
the services he will^provide. He alB has 'set up an office. 



' ■ ■ r 



'Choosing a Location > 



There are several things to Xhink about when you choose a service 
area for your business. You should cTonsider these factors.^ 

• Are there enough customers in this area? 

• ' • What is the competitioii? • ^ 

• Is this where I want to work? ' ^ ^ 

You will also need to decide on a specific location for your shop and 
office. These '.are things to think about. 
.# Is this Enough space? 

• Can I afford the rent? ' ^ 
•» • Is the Jbui-lding in good condition? 

• Is. the .location convenient? 



Customers ^ • * ;^ - 

The housing mix, income level, growth trends, and economic conditions, 
of the area are important in deciding where to locate and what services 
to provide. Older homes generally have more repair", maintenance, and 
replacement work. People 6wnfVig houges in a highj economic area may spend 
more for remodeling or replacement than those in' A low-income area'. An 
area where new houses or new businesses' are being built is a good loca- 
tion to do new construction work. ' * ^ ^ 

^ ' . ' ' ' 

Walt thought Eastorr woufd te a good place to do new construction 
work. People were moving to the area. Industry in the area was expand- 
ing. General economic conditions ' and the availability of money to finance, 
building are also important in new construction. Repair work tends to be 
mor^ even. But the'amount of new construction work may be unstable. 
Trade magazines and business publicati'bns are good sources of information 
on the age of horuses and growth patterns. 
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Competition y • ' - 

You must also consider* the other businesses in the area that provide 
this service. You can find out how many there are by looking at the 
Yellow Pages. You should also consider the size of the business. A 
person working alone or a small business would not provide the same com- 
petition as a large operation. .Also consider what services these busi- 
nesses provide. Perhaps you are offering a new or bet^b^ service. >rhere 
are a number of things to learn about regarding the competition. Talking 
to othjer people in^the trades in your Ipcal area is a good way to find 
out about these things. 



Balance Between Customers and Competition 

What is important is the number of customers in relation to the people 
offering this service.'^ Walt fe^ that there was enough work in Eastpn to 

V 

support himse^lf. Walt also felt he was aiming at a different market — 
single-family homes — than the big plumbing companies. 

Personal Considerations 

, 0 

s 

There. are other things to consider about the location. You might 
ask, '*Is this where I want to work? Is this where I want to start a 
business?" People of^etx h^ve personal reasons fof deciding* where to start 
thei-r businesses. These reasons include family or^ friends. Walt wanted 
to worlc in Easton where he had contacts in the construction" irudustry. 



Selec4:ing a Specific Location r 

Sometimea a plumber can st^arC a small bus'lness from his or ,her home. 
It depend^ on vrtiether it is legal Where they live. The plumben can use 
space iri" the house for an office and use the 'garage for storage. The 
plumber may hire rfn answering service to take his or her calls. 



A larger operation wpul^d include a s^op, storage area, a garag^ for 
trucks^ and an office. The business would be located in an area zoned ' 
-for commercial or industtial use. Customers would not usually come to 
the office.' Rather, th^s^ner would t^lk to them on the telephone. Or 



the owner might go to their homes or businesses to discuss and do the 
work* 

The building should be clean and in good co'ndicion.' Also, it is ' 
important that t^e shop be close to the jobs. Otherwise a lot of time* 
may be spent m travel. The business may include selling plumbing parts, 
or it may have a showroom with fixtures. Then the customers would came 
to the fehop. ; In*1:his c.ase, appearance and nearness to potential custo- » 
mers would be^ important . The busi^g^ss owner has to weigh the advantages 
of having a ^hop and office against tl^ expense of renting the space." 



Summary ^ . • 

To-di^cide on a service area, you must- consider if there is ^enough 
business in the area to support a new plumbing business^ In se&cting a 
specific office space, you must decide how much you can afford amJi i'f the 
space location an^d condition of the'building meet your tieeds. » 
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Learning Ac'tivities^ 



Individual Acti'vi/ties 

— J * 

1/ .List five things to think about in deciding in what service area to 
Start a plumbing business. ' , 

. ^ ' ' ' ' ^ ' 0 , 

2. Look up "plumbing" in the Yellow Pages of your l€5cal phone book. 
Select one^ listing you think might be for, a large company and one you 
think might be for a'small company. Write your reason why. Count 
the number of businesses listed. * , ' * * 

3. Get a map of your community. Locate two places you think might be 

' . ' . * »- • • 

appropriate, for a plurjbing business, and list your r^asons^i ^ 

r^; - . . . ' ^ 

4. Look up the addresses of three plumbing businesses in the Yellow Pages 
of the phone book. Find them on the map. Try t^o drive 'by on^or 

_ mor^ of the businesses to' se^ where' they are located. If appropri- 
ate, stop and ask if you can look at tKeir^ facilities. (A ^lumbirtg 
business^ tKat sells retAil parts or has a showroom may be^ ea^i^pt to 
visit.) ^ • 

5. Look in the classified section 6^1:hB newspaper under "Leas^ or' 
Rent - Industriaf Facilities/' What is the range in price, per square 
foot of. space? Make a list of .features mentioned •that you think 

•would be desirable for a plumbing business. *. " 



Discussion Questions ^ * C^*^ 

1. ^escribe your.pwn community and h'bw much o£ a need there is for 
'.plurabi^ig services. Do you' jthift^ it would be wise to start a plumbing 

business in your'^c%)mmurtit?y? What 'services would you offer? 

2. Which of these Vocations vseems best for starting a plumbing business? 

' • • . ^ t ■ - ^ : 

Discuss. ^ ' ' 



A small town "serving a ^'farrn ai;ea in Ohio. Mo^t of the homes 

are old. There is one long established plumbing business/ 

' . ' '\ \ ' - • 

with a good reputation! in *the community. - 

\* \ 

.A medium-sized, town in Ohio, fchlat has severdl industrial 
, plants. There is a new » giants being planned', and new home 
construction is increasing. There are f our^plumbing busi- 
nesses. - , ' ' * , ; 

■ / :„ ■ ~ ■ ■ • / . 

3. -'a plumbing/contractor decicfes to rent a shop. He wants about' 1,500 
'square feet. He vill only (ise 1,000 square feet now but wants room 
for expansion. He saw these two listings to choose from, ^jjhich do 
you^ think he should choose? Why? What. other information mi^ht .he 
want to help him make a decision? ^ 

» Bargain Industrial Sp^fe - . 

$ .25/sq; ft. - 2,500' sq. ft^ 

t625/month • ' - . y ' 

garage and shop . . / 

Nekr Freeway 

^ i .40/sq. ft. - 1,000 s-q. ft. , 

$400 /month • . . 

Small office; garage and shop; ' * ^ * ' * ' 



'res trooms^ 
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Group Activity 

List five factors you think are important in deciding what type of 
area to serve for a plumbing business that does repair, remodeling, and 
maintenance work. As a group, rank these factors in order of importance. 

■ ■ • ■ V 

Now list five factors you think are^mportant in deciding what tyae 
of area to serve for a plumbing business that does new construction. As 
a group, rank these factors in order of importance. ^ ^ 

Compart your ^wo lists. T^iereUs no correct answer. Different 
people may feel different factors are most important. 
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UNIT 3 



Geiting. Money to Start 



To help you pl^ ^pw to get money'to start a / 
plumbing *business» - . -t * ^ 

Ol^jective 1: Write a business descAption for k 
plumbing business. 

Objective 2: "Fill out a form showing how much money 
you ne^d tb borrow to start your plumbing 
business . 
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W^T APPLIES FOR A LOAN 



The major expenses Walt has^ to start his business are 
the p\irchase of a, truck anS- equipment , bash for parts, and 
money to^live on while hie is, starting out. He plans to 
spend the following during the first three months (not 
including his* living<expenses) : ^ 



UsesVof Cash - First;jniree Mopths 

New truck 

Equipment 

Office expense 

Other expenses 

Cash for parts, etc* 



,$12,000 
• 5,000' 
1,000 
2,000' 
5,000 
$25,01)0 



He needed the^5;000 cash so he could buy the parts ahead 
^f time for the first few jobs he did. Also, it 'allowed — ^ 
for Unexpected expenses. 

In addition to what Walt needed to live oh, he had 
saved $10,»000 he ?otrl^ invest.. He borrowed $5,000 from his 
father. That left $10,000 that he needed. He decided to 
put a down payment on the truck of $2,0Q0, borrow the 
remaining $10,000, and pay for it in installments.- 

Walt was concerned that the bank might not lend him 
money for the truck since he was going intD busines? for 
himself. So he wrote a business description to' explain why 
he needed th.e loan. The business description included " 
Walt's personal background, facts about his -bfisyies s , aYid 
financial i'nf omrat i?fn. *The truck would be used as collat- 
eral' f or the loan. 

Walt says, "It's going^^to cosL^core than . I thought' to * 
get started. Preparing the business descrj-ption helped me 
plan ahead. So T'm clearer on what m^ expenses are and how 
much I need ta pharge to make a profit."'. _ 
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Getting Money to Start 




^ Starting a new business requires rapney/ How much money depends on 
, how large an operation you want to have ai^ the kind of work yoy plan to 

' do. In this section you wil:.l:-.v learn something about how to get money to 

i 

start a plu^abing business. / 



Sources of money are: 

• your pwn money; 

• ' gifts, perf^onal loans, and investments; and 

• bank and credit union loans. • v'^. 

^ ' Wal't used his own money and borrowed money from his father. To apply 
^fqr a bank Ip^n for the truck he prepared a business description. It 
• included the following: 

. personal background information; ^ ^• 

• a description ot the business; and , 

• financial information. . 



V 



Information Needed to' Get a Business Loan 



its;. 



'\ Personal background information . This section includes scjtiooling , 
work experience, and financial history. Someone who ha3 paid his or her 
bills in the past Would have ^n easier time getting a loan than s.ojpaeone 
yho haS been^late or had not paid, their bills. Also, the loan off. icer 
^^nts to l^now if the applicant has the skills and knowledge to run a 
business 6f this type. 



♦ 



Business description , the business description should be written 
clearly and simply and should explain your plans for your business^ It 
should-iiell the lend^#^ thfe 'f ollowirtg: " 
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the kind (and name) of the business; j 
the services to be provided; i 



the location of the business and why yoik Iselected it; ^ 
the kind o*f customers you will serve; I 

the kind of competition you will have and why you tbink you can 
compete; ^ ' . . 

• your expected growth; and 

• your hiring plans. 



Financial information . The lender Will require det-^iled fj^n^ncHbl 
information. The banker wants to support a profitable busings. Making 
loans is how a bank makes mone^I ' However, the banker 'does «ot want to 
lend money to someone who may not be abJLe^^ pay 'it back. The loan offi- 
cer wants to know that you have planneraahead, and how much money you 
will need. The officer also needs a good estimate of how rmdh money you 
will have left over after paying your costs. ... ' 
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A. new business will usually have expSTTses in the beginning before 
providing any services or collecting money. These are called start-up 
expenses. In the beginning, a busines^s^ill usually spend more than it 
makes. It will need money to support getting started.^ As the business 
gets established, it will want to collect more money than it spends. It 
will use some of the differetice to pay back any money that was borrowed. 

Typical start-up costs for a plumbing feiisiness may include: trucks, 
equipment, tools, an inventory of parts, office furniture, a typewriter, 
rent deposit, etc. There will also be on-going expenses. These include: 
salaries, rent, maintenance, supplies, gas, advertising, insurance, 
utilities, accountant services, license fees, etc. 

The type of service a business offers is also important in figuring 
out how nuch money is needed. Some types of work require more expensive 
equipment than others.' In doing repair work, you need an inventory of 
frequently us.ed parts to carry in the' truck. In doing new construction, 
you miy need to purchase parts ahead of time. You may not get full pay- 
ment until after the job is complete. A business should have money 
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available for unexpected expenses/ If^klso should allow for a reserve 
fund if customers don* t pay for the work or af business is siwrr 



Summary . ' ' 

To start a plumbing business requires* money . ' The start-up costs may 
be more than the owner can afford from personal savings. The owner may 
need to borrow money, A good business description showing that the owner 
is capable, organized, and has planned carefully can help in obtaining a 
loan^ A good business -description is also useful for the owner in making 
decisions and in having cle^r goals for the Ijusiness. 



^ 
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Learning Activities 



Individual Activities 



List the three major parts of a business description. 

r 

Write a short business description for Walt Powell's business basec 
on the information yol^^,have been given. Include at least one sen- 
tence for ea'ch of the three major parts of the description. Remember 
that the description is to show^that Walt's business is well planned 
and likely to succeed. ^ 



3. Make a list of ten expenses of a plumbing business* 



4* Walt estimates that he will spend $25,000, in the first ftiree months 
of business.' He estimates that in the first three months he will 
^It iy col lggir»10,000. -Do you think Walt should still go ahead and 
start hxs business? Defend your answer. 
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The following sjtatement ojf financial need was for George Jensen's 
plumbing business.— -Tru-Value Plumbi'ng. Fill in the blank spaces on 
the farm and indicate how much Ge^orge needed to borrow from the bank. 



STATEMENT OF FINANCIAL NEED 



Starting Expenses 



Money on Hand 



Salaries 


$ 9,000 


Cash on Hand ' $20,000 


Building and Property 


4,000 


, Gifts or P.ersonaL* Loans '14,000 


Repairs andi Renovations 


2,500 


TOTAL 34,000 


Equipment and Furniture 


20,000 


• 


* 

Parts and Supplies 


- 5,000 




Advertising 


'500 




Other 


3,000 




TOTAL — $.44,000 





•TOTAL STARTING EXPENSES 
TOTAL MONEY ON HAND - 
TOTAL LOAN MONEY NEEDED 



Discussion Questions 



1. 



Start-up expenses for a plumbing "business can vary. What are the 
advantages of starting out small? What are the advantages of start- 
ing^^ut^ 

Would ^ou lend money to Walt Powell fot\^his plumbing business? If 
so, what conditions would you put on the loan? 



3. A plumber, Harvey, started a repair business and needed to decide how 
much to spend on supplies and parts to carry in his truck. At first 
he bought only the bare minimum. After two months, he decided to 
double the size of the inventory he carried. Why might he have 
' ' decided to increase the inventory of parts he carried in the truck? 
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Gyoup' Activity 

/ 

Do a role play situation. Have ^one>p^son play the rol^ of Walt 
Powell and another person play the bank loan officer. Have- Walt ask for ^ 
a $10,000 loan for a truck. Do the role play for five minutes. Have 
each person share how it felt to play his or her role. Then c^hange roles 
;and have two different people act out the same situation.' See what 
different people do in a similar situation. 

'Before starting the role play^ discuss what you would wear when you 
go to talk to the bank loan officer. * * 



V 
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UNIT 4 



Being in Charge 



Goal: To help you select and manage the people with whom 
you work, . ^ - 

Objective 1: Decide how to divide^he work of your 
busine«ss among several employees. 

Objective 2: Pick' the best person for a specific job 

in your business, * 

Objective 3:. List three ways to keep .your people 
happy. 



r 
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WAIJT HIRES AN EMPLOYEE 




^Walt Wanted helpCT^bVassist hira on jobs. He didn^t 
need a journeymaji, and he couldn^t afford the wages for' 
one. But he could use someone t6 help hira on jobs. This 
person ^ould carry materials, clean up, and assist hira in 
the work, a He wanted soraeone who., learned qUickly. 

His cousin, Jean, askexMiira if she could'work -for hiifi 
as a helper. He had raatiy doubts about hiring a woraan. He 
thought she wouTdn^t be able tQ do the heavy york. The 
other workers ntigfit be uncorafoftable around her. Also, she 
raight not like it and would quit after he trained her. But 
she had helped hira sorae before. He knew she could do a lot 
of the pXurabing work. She was as strong as raany men, too. 
She really wanted to give^ it k try and was willing t^o work 
for low wages to get experience. v , 

• Walt remerabeted how hard it was for hira starting out to 
'get the work experience he needed^"^ He appreciated someone 
giving hira- a chance. So he decided to give her a try^. He 
hired her for a three-month trial period. He told her, 
"I*1n not going to treat you .special„ and just give you the 
easy tasks. «You have to carry your own weight. You 'have 
to be willing to work in ctawl spaces and carry heavy 
things, just like any other plumber. But I*ra not going to 
try to make it hard for you either." j 

Walt found Jean was a good worker and dependable. She i 
was eager to learn and quicklj^ took 6ver raore responsibili- 
ties. Walt liked her corapanionship. Jean handled herself 
;well -with ' tljfe other workers on the jobs they did. 

Walt coritinued_to be responsible for'^t'He business 
raatters and price negotiations. ' 
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Being in Charge 



Owning your own J>lumbing busipess may involve hiring and supervising 
other people. This tinit will discuss: 4 
V • tasks and the skills needed to do t^em; . 

• hiring -staff ; and ^ ' * * 

• keeping employees happy.. 



Tasks 



Here are some typical tasks in a plumbing business and the background 
required for each of them. 

Managii^s^asks ; These tasks include organiziiig the work, sQheduli^g, 
making decisions, training and supervising ^employees, organizing finan- 
cial informdtioh, planning, customer relations, promotion, handling busi- 
ness details, purchasing, getting permits, and staying up to date- on 
codes. With respect trb background, it is important to ,have knowledge in 
the techivical aspects of plumbing, experiyice in supervising others, and. 
business skills. ' ' 

Estimating tasks . These tasks include iqaking. estimates of how much a 

j^ob will cost, talking to customers aboift what they want and how^much 

• " * ' * 

they will pay, and negotiating with ciistomers on the price for a *job. 

With respect to background, it is important^to ki^ow how long different 

•tasks take, be able to find the price for required parts, ^nd be skilled 

in dealing with customers. , ^ 

Doing the plumbing woiik . These tasks involve alj. kinds of plumbing, 
including new residential construction, new commercial Construction, 
remodeling, repair work. Or cleaning lines. Certain background and skills 
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are required. You shoul^i have ba^c^t'raitiing and exper-ienqe in the spe-^ 
cific area. Large jobs raiy involve more specialization or supervisoty 
responsibilities* Repair- work would-^reqiiire /skills in dealing with 

customers. ' " - ^ - 

• - » « 

Office woyk . These tasks include typing^ bookkeeping, f iling ,^ record- 

l^eping, and answering telephones. With respect to background , you should 

have basic typing, office pro9e4ures classes, or; similar expetienc^. 

♦ % tt» 

; • . . J # 

• Walt planned on doing- the managing, est'^raating, and office work, as 
well as doing most of the plumbing. He hired an assistant to help witfi 
the plumbing ta'sks. . Large^r coiftpanies are more specialized. A^^J^hey may 
employ many plumbers. aa well as people wh6 serve as supervisors, esti- 
mators, and office workers, - * 

Choosrhg Workers . , ' 

Good workers are important to the success bf a' business. To select a 
good employee, you should plan what tasWs needto be^done. Then recruit 
the right employee for those tasks. \ ' " 

No . ' 

, The best way to- recruit depends^ on your local are^.- Some sources of 
new Employees are: * • • <% 

unions and trade ^ssociatiojis; 

.suggestions of friends p > ' . ° . * . . 
schools and training programs; . ' » 

the U.S. Employment Office; artd * - s 

want ads, in, the lo*cal newspapers. ' 

SomeXemployers hire through the 'union.' They tell the union hqw marty 
workers ^ley need and any special skills required.- They may want a jour- 
neyma^r an apprenC<r?e. *The union will then dispatch a^worker froto its 
list of available people. -The Employer can recall a former worker. Or 
the employer may be able occasionally tq. request a specific person. The 
minimum wages and benefit^are set by the union. * The employer who hires. 
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through the union knows that tjie worker has met certain skill require- 
ments. It is important to check with the local union on its policies. 

/< 

Other emploj^ets hirfe^ non-union' plumber s . Often they can pay the 
employee a lower wage than if they hired a. union member. However, they 
may find* it difficuljbj to find a well-trained non-^nion plumber. Also,- - 
they will probably not be able to «:ork on jobs that hire other union 
workers. 



To hire office help, you should write a job descriptiorTand advertise 
^ the position. You^vill want applicants to fill out an application and 
^have a personal , interview. You should look l&c someone who has the skill 



required, is reliable, and wants to do the job. 



Keeping People Happy . « v 

Pnce you've hired your^employees, it's important to keep them happy. 
That way they will do quality work and continue on the job.' Some of the 
ways to do this are*: good pay and- benefits,' clear policies, clear direc- 
tions, appropriate training, and good personal relations. 



Paj^. The. pay and benefits you g^ive your employees should be close tp 
what they 'Would get working for someone else. If you pay less, they may 
get a job elsewhere. If you pay much more, you may not be able to keep 
your prices low enough^to be competitive. If you are a union shop, their 
pay may be set already. Then you will pay a minimum union rate. A bonus 
for work well done "or other monetary incentives can motivate your 
employees. 



- Clear policies .^^ You should be aware of labor laws regarding pay, 
overtime, and other wo^k conditions and follow theise laws. You should be 
Clear on what-your policies ar^. Communicate what they are to your 
employees. You may decid^^o offer emergency plumbing repair service. 
Then^you will want to make arrang^ents for someone^ to be ^willing to work 
^venings and weekends to respond to calls. ' / 
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Clear directions . The clearer you <*an be with your emplayees about 
what you expect, th^ more likely they will do it^ Some things you wilt 
want don^ a certain way. Your employees aren^/C mind readers. You need ^ 
to be clear on how you want things" d/zr^ieT In other areas you may want- to 
allow your eipployees to yse their own judgment. In those cases you ^should 
support your employees* decisions. Tell them if you want' someth'ing done j- 
differently in the future. * ^ 



Appropriate training . Tou should know what your staff is capable of 

and giv^ them training whenmeeded. You may hire experienced workers. 

^^/en so, yoO ghould start aut by supervising them closely and checking. • 

their work. Then you can give them more rnde^endeAce . Also you can 

assign them to jobs that, are appropriate to their skill level. ' You can 

.also teach them new skills. Appropriate training and supervision will 

I. 

benefit your ertployee§ and maintain the quality of the work. You can also 
encourage employees to take available training cllsses* That way they 
will learn new skills and keep current on new developments in your field. 

Good personal relations . As the owner, you should talk with your 
employees. Learn what concerns they may. have and be\ sure, they are clear 
on what -you expect. . .Recognition of work well done can promote good 
Working relationships. Working as a supervisor is a good way, of learning 
these skills for managing employees. 



The attitoide pf the owner and how the owner relates to the staff set 
the tone of the*' busines s . The ov^r may be positive, productive, fair, 
and may enjoy the work. This c*an create the kind of company that peopl( 
wai^ to work for. Orf' the other hand, the owner may be unorganized, 
inconsistent, overly critical, or lax in supervision. This can create a 
negative atmosphere Snd employee dissati'sfaction. The owner sets the 
standards and can be key in influencing the attitude of workers. 
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Summary 

» 














There are many 


tasks involved in a plumbing business. The owner 






should be clear on 


what the tasks are and select appropriate people to do 






them. The way the 


owner raanag'tS^^is key to- setting the atmosphere for a 
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business. 
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Learning Activities 



Individual^ Activities 

1. 'Match the task below with the most appropriate person to do the job 
. in a small plumbing business. 

1. Type a bid ■ ; ' ' a. Owner 

2. Prepare a big estimate b. Journeyman 



3. Decide to hire a new c. • Offit:e worker 

9 

. employee 
4. Go out on a repair call 

2. Call your local plumbers' union. Ask how people join the union and 
hdW'jobs are assigtiedT. Also ask what the pay scale is for both an 
apprentice and a journeyman. Write down your findings. 

3. Look-in your local newspaper and see if there are any jobs listed 
for a plumber. Bring i-n any examples of job listings you find.^ 
Share them wit|^ the cldss. ^ ^ 

4. Based on »the information bejLow/ which of these workers would you send 
out alone on a repair job? , ^ 

■ a. An apprentice ^ 

br> A journeyman, two years of experience, has vorlted for the 

company for two years 
c. A journe3^an*i? five years of experience^^ has worked for the 

company for'^one week ^ 

5. List three ways .to keep empl,oyees h^jppy.^ 
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men. As an owner, would you be wiHing to hire a 
, or why hot? 

* * ' 

2. Soine people li4ce b^ing a foreman. Other people don't. What would 
^-r^ you like about beingN^a forem^' What wouldn't you Tike?' 



3. "Which of these employment ads do 

Plumber ' - 
Experienced only 
Top Pay 297-8134 \ 



you think is better? Why? 
Plumber 

Journeyman level 
Commercial remodeling 
532-1648 



Group Activity . 



Invite a representative of the .plumbers union or the plumbers appren- 
ticeship^ program to vi^sit the class. Prepare a list. of questions to, ask 
^bout how the lipion operates and about the apprenticeship program. 
Interview the visitor'.' Following^ the interviefw, discuss ^at members of 
the class learned. . ^ ^ 



UNIT 5 • 

« 

Organizing th^ Jtfork 

V ■ 

To help* you Team how to keep track of th,e work, of 
your plumbing business. « 

■St ' 

f 

objective 1: On-a work order form, list what needs 
to be done fojr one of your custo\ners. 

Objective 2: Given several tasks to do on a 
particular day, write n**worJc 'schedule ^r 
yoursejlf or ah employ-^ * /| 



WALT GETS ORGANIZED 



Walt found that in working independently he has raoi;e 
schedulinlg and coordination to do/ He needs .to plan ah^d 
to know what work needs to be done when and tQ have the 
materials ready. He has to coordinate with the other 
workers, ; He has to \fe flexible and adjust to changes, 

V Most pf the houses he worlds on take three tb si:^: months 
to complete. He needs to work for a day or two early in 
the cons txuct ion 'process to lay pipes for the rough in 
work. Later he comes back for a day or two when the cal^- 
penters are putting up the walls to do. the top out plumb- 
ing. He needs to coordinate this with the other workers. 
He has to can get the wall pipe's in , at the appropriate 
stage. Toward the end, he^comes back for two to four days 
to do the/finish work and put in the fixtures, 

I 

Walt likes fo be busy most of the time. But he finds 
tjiat sometimes he takes on tdo much Work. Then it is dif- 
ficult to^ adjust to unexpected changes and* del^ys^. He 
•doesn't like that much 'pressure. So he decides to take on 
fewer jobs arfd to allow more time for each ^ne, 

Walt works well with Jean, He gives tier instructions ^ 
throughout the day as things need to be done. But s6me- 
times he finds it works Well if he gives her a list of the 
things he wants done. That way she can come to him with 
any questions, ^ ' 

Walt says, "I'm getting better at scheduling as I get 
• more experience. But it's still* something I have to stay' 
on top of«" - . 
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Organizing the' Work 



In a plumbing, business you must organize the work," do the work, and 

* 

chec^k the work. That way you make sure it was done well and that the 
customer is satisfied. It^is important to set up a system so employees 
know wh^t needs to be donei when it must be done, and whol/ill do it. ' 
The'^ystem should be^ flexible and allow for changes. For example, one 
job' may be delay/ed' because needed parts are not available or dH^ to bad 
weather.' Any system should allow for making adjustments when needed. 



The Work Order 

" ^ . A 

the work order is used to record the customer's order and to request 
that the workers dp the work. Some work orders may be filled^ out over 
the telephone or by tfre worker when the work is done. This would be done 
for service work or small repair jabs*. It is different for a larger job, 
such as a construction or a major remodeling job. Someone will inspect 
the. job t\xsy^& make a detailed estimate. Then the person will use 
this infennation to prepare a work order or contract. 

' ; i 

The -work order is important in describing vhat work should be done 
and who should do it. , The customers get a copy of the work done for 
their records. It is important that* the work. order be filled out care- 
fully and completely. That way there is an accurate record of the wotk. 
This can be v^ry important in cases of misunderstandings with <5ustomers 
about what is to be done and the cost. 

On the next pa^e is a sample work order for a commercial installation 
job. - . _ 
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FROM: 



Aardvark Plumbing 



WORK ORDER 



DATE: 



8/1 



5673 Frontage Road 



Centerville, Oregon 



WORK FOR: Harry'l -Deli 



620 Market Street 




WORK ORDER NUMBER: 

ORDER TAKEN BY: 

START WORK ON: 

FINISH WORK ON: 



81 



Leroy 



8/HSl 



8/5y82. 



Cfenterville, Oregon 



TERMS OF PAYMENT: 



Cash 



Person* 
Doing Work 



Description of Work 



Materials 



Labor 



Total 
Cost 



Frank 



Install 2 stajLnless 
steel sinks 



583 



00 



321 



00 



WORK FINISHED ON: 



8/5 



BY: 



Frank 



TOTAL. MATERIALS 
TOTAL LABOR: 
TAX (5%^ : . 
TOTAL COST: 



: 583.00 
321.00 
29.15 
933.J.5 



Contracts 



\ 



A contract is used for larger jobs. A contract includes: 

the naines of^ the people involved*; ^ v 

what services will be provided; ' 

when tney will be performed; 

* ft 

how much it will cost; ' ' 

how it will be paid fof^ and - 
other Appropriate ^information. 
.Sometimes -the customer pays when the job is complete 
inminstallments as stages of the work are^ completed, 
important for the protection pf all parties. Walt uses contracts for his 
construction jois. 



Sometimes they pay 
A clear contract is 
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Scheduling 



aeone must plan the work. She or he must decide in what order it 
should be done and who should do it* There are a number of things to 
consider in coordinating work, ^First, you need to know how important, it 
is that the work be done soon. You would want to place jobs such as 
unclogging § kitchen sink before a routine maintenance job. A close 
estimate of'h^w long a job will take is helpful. Second, you need to 
know the skills of all workers. You also need 't6 know when they will be 
available to do the work they specializ^ in* Grouping together jobs in 
the same part of town can increase efficiency. Third, in ne.w construe- 
tion, you must' plan for the delivery of parts and coordinate your work 
with the other contractors. So the person doing the scheduling must 
juggle different things. The person also needs to be flexible and to 
allow for the unexpected. This could include a call from a good customer 
who is having a plumbing emergency. 

«» 

It is important for good customer relations to do the work as sched- 
uled and to keep appointments. There may be a change in the schedule. 
Then it is important to consult with the customer first and to inform him 
or her of last-minute changes. ' * ^ 

Below is a sample work schedule for one day. The -Wbrk schedule lists 
the name of each employee* It also shows -the work to be done that day in 
the order it should be done. In this case, jobs are described by work 
order number s.r On April 6 Hank and James worked together -on a two-person 

job on the first as*signment .' ' . ^ ^ 

> 

WORK SCHEDUL 

DATE: Monday\ ,April 6 



Employee Description of Job 




if 

Hank ' . #104^, #101, /AlOS 

James ^ #104, Start Campbell job, #100 

\ = : 

... - 47 
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Each worker may also receive a written work schedule for the* day, 
Often the person doing the scheduling will want to communicate with 
employees 'during the day. Jhis can*be don'e by having: 

• empl^ees return to the office after each job; 

• employees call in cTuring^ the day; 

• a wireless paging system,- or even 

• a radio communication system. 



Time Planning 

A major problem for most small business owners is planning their own 
time. Owners tend to work long hours, especially when they start the 
business. There are a number .of ways to improve your use of time. One 
way is to list all the things you want to do. Then rank them in order of 
importance. Take into c'onsw-deration both h,ow important they are and when 
they should be done. 

^ *, 

A written schedule is also helpful. Make reasonable time estimates 
and allow time for the unexpected. Also, many people find it easier to 
stick to a schedule if they include time fpr doing those things they enjoy 
doing. Often* in making up a written schedule a person will find that 
there j"ust isn't time to do everything. Then he or she must make choices 
and accept tttat some things on their list just won't get. done. At that 
point, they may find they need to talk to other people and chang§ agree- 
ments on getting some things done or delegate work to other employees. 

J, « * - 

Walt fjDund that things went more smoothly when he didn't schedule the 

work too tightly. Then he could be more flexible in adjusting to changes. 



Summary 

A plumbing business needs a system fpr recording work orders and 
.scheduling the work. Carefully planning and good communication* are 
important for a^^mooth operation. \ 

\< ' ' - - . ■ 
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Learning AQtivities 

• • 

\ • . 

^ V 

*Ind ividual Activities 

r. List five things you would find on.a contract. 

2. Harris repaired a drain in a kitchen sink. It took one hour at ^35. 00 
per hour labor and $20.00 in parts^ Pill. out the form below using . 
this information. 



WORK' ORDER 



Person 








Doing Work 


^ Description of Work 


Materials 


Labor 













> 




— — »- 




— . > • ■ . 












; r 




TOTAL kATERIAlS 






TOTAL LABOR 






TAX (5% on 







mat.erials) _j 

^. ^ TOTAL. COST ^ . 



3. . List three*things you would find on .a work^ schedule. 




4. James has three job.S to 'do on Tuesday, March 4, in this order: ^work 
order #81, #76, and #82. Fill out the form below u^sing this infor- 
mation. ' , ' 



' WORK SCHEDULE 



Date: 



Employee . Description of Job 



5. How l^ny copie^ would you want of a work order? Why? 
^ . . - • ' ' ^ 

Qiscili3;gi6n Qi^'stfions . ^ k/ ' . 

.^•^^•"Br^n^' in several ^j^j^ples of work order forms.' Perhaps your parents 
• - have 'examples o.f»WQrk^ .order fx>rms in their home* records or use work 
.'orders ' oti; th,ei^ jab^. jCompare the forms, select, the one you like the 
best, and Axpjt^^Ln^h^^. J^icK one ^eems -easiest* to use? JWhich one 



^ s^eems moOTfpro^essional? ^"Which ones seem appropriate for,bi|j jobs?' 
Which ones Wre ''adequate fbr ftmall jobs? " 



2. What pVoblemS| might bcctir^P ^Q^ii^did ijot use a work order form but 
just told your emplo^e^^ what jobs to d< 



3. Given these jobs, how would, you schedule them in a day? (Times 
include some time for tjavei.) ^ - • - 

a. rush job — unclog lines, doni t knoW how long ^at will take. 

b. rush job — toilet repair, 1 hour 

c. routine maintenance call — near Job (a), 1 hour * 



replace garbage disposal — infojther part ot town; not a rush 

job, but Vant it s^on; 3 hours. 



Group_Activity 




In a group, make a list of the tasks that Walt might have. Number ' 
them in order of importance. Ihatl.s, which tasks should be done first, 
second, and so forth? Then make up a schedule fof-Wa-lt for the day/ 
There may be too many tasks for him to complete in one day. If so, sug- 
gest how and when these remaining things should be done. Also discuss 
which items would have the most long-term benefit. ' ^ 
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UNIT 6 



Setting Prices 




To help'you deciTie Irow to set prices for your 
plumbing business. 

Objective 1: Select the best price for one of 
the services of the business. 





r 



< 
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. i«i6,J*DECIDES HOW MUCH TQ CHARGE 



.Walt did estimating work on previous jobs. So he is 
familiar* with the estimating process. He has guidelines he 
uses-as to how much*the plumbing will cost^for each room. 
He has manuals he refers to in figuring out costs. 

There are other things Walt considers in making -an 
estiipate,* He must know* how. complicated the system is^ the 
type of system, and also what kind of fixtures are required, 
Walt^needs to stay current on price changes to make a real- 
istic bid, , . „ 

r 

In figuring out a b\d, Walt determines the cost of 
parts and tax. He then adds that to salaries and other 
^ o|)erating expenses. These include utilities, transporta- 
tion, cojsts, and advertising, Walt then figures out his 
bre^k-even point. That is, the point at, which his price 
will cover his expenses. He adds to- that the profit he 
wants to make, Walt keeps his operating expenses l-ow so he 
can keep his bids low, ^ 

• *^ ' 

Walt describes how his bidding process come along. "At 
' first I was bidding about the same as my competition. I 
wasn't getting- many jobs. Contractors ' gave the jobs to 
people who had worked for them ^before. Then for a while I 
bid low and didn'.t include much profit. Then contractors 
were willing. to look more closely at ray bid and were more 
willing to use me. Once they learnfed I was reliable and 
did quality work, I increased my p^rofit percentage. Ihey 
' continued to hire 'me. My, strategy l\^s been to keep my 
expenses low and ,to bid as low as possible to get new" 
business,'*' 4 



•r 
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Setting Prices 

To be successful, you must set prices that: 

• are acceptable to yoiir cust;omers; 

• are competitive with similar servicesVand 

• .cover costs for parts, salaries and other operating expense^, and 

profit. * ^ • ^ v*^ * 

This unit^discusses what to tonsi<|er in setting prices.' 

^Acceptable to Customers , ' * " 

'Y^iir Rrices must be acceptable to your cuatbpiers. Repair work is 
fairly'^teady with price changes^^ But more people will do rfepajrs them- 
selves if the price- gets high". This could reduce bus inff^. Remodeling" 



. Teplaceraent work is more sensitive to price changes.. People Will not 

, • have tfhe work^done or will put it off as long as possible,' if they feel 



5' 



_the_price.^is._ too/ high.. In new construction, ' people will not 'be--motiva,ted- 
to build new homes or buildings if tKe-^price is- too high. ' This reduces 
the amount of new^ cons truction work to do. " 



In Line with the Competition ' - 

Customers often check the prices of several services, v Then they 
decide vrtiom they want to do the worlc. . The, customers will not be willing 
to pay higher grices unless there are extra services olr advantages- for 
them. Thes^ could include higher quality or reliability. 
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Components of Price ^ , * 

Cost of parts .., The parts used kre one component of the price. An 
owner can Iceep the cost of mparts low by sh6t)ping for the best price,- 
buying In quantity, and paylng^^ri cash rather than charg^ing and paying 
interest. Ihe owner4inust also consider quality.^ An Inexpensive part may 
be more costly in the'long run, if* it is unreliable. 

Operating expenses . Operating expenses include salaries and employee 
benefits, equipment repair and- deprecia^tion, office expenses^ insurance, 
accountant and lawyer fees, and all the other "^expenses related to oper- 
ating a business. The owner takes all these expenses into consideration - 
before iieciding what to charge for a service. 

Profit . The {Jrofit is what is left over after all expenses have been 
pflf'idj Ihe profit includes the owner's salary, raonmey for income taxes, 
and money to improve the business. You must decide how mucK profit you 
can make and whether this is acceptable for you, ^ Many small businesses 
start out with little or no profit ;in the first year. 



Es t^Mishing a Price 



In the plumbing business, the customer must be given a price dhead of 
»-time and must agree on it betore the work begins. For, , repair work, it is 
common. to set prices based on th*e^cost of parts alus an hourly labor' rate 
^for the tiHe'^'involved r Sometimfes the 'ti-me is .calculated to include travel 
time. Sometimes/it is just time on the job. Sometimes there is a minimum 
charge. The charge for parts^ includes ^;he cost of parts, a mark-up,, ^nd 
tax. The labor rate includes operating exp.ehses and profits Only about 
half of the money listed undet Tabor is actually paid to the employee in 
salary. ^| - " ' 



In some cases, a -plumbing business will have a ^ixed price for spe- 
cific repair jobs rather than charging for actual time. Maintenance work 
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may be^done at k prearranged contract g^rice (such as $100 per month). 
This will -Mary with the terms of the maintenance agreement. 

On large jobs, a fixed-price estimte is often given in advance. 
Someone visits 'the job site, findls out what the customer wants, and pre^- 
pares an, estimate of what the job will cost. The customer decides if he 
or she wants to have the work done at that price. If you bid too low, 
you may' not make a profit. I £ you bid too^high, you may be underbid by 
competition andj^not get the job. ^ ' - . " 

It is fairly#difficult to es^^ate Jarge jobs. But there are manuals 
and forms available that give guidelines for figuring costs. Your costs 
of the finished job mgy be more than you expected. You usually cannot 
Yaise your price. However^ if the custoii[ier requests changes, you can 
negotiate on th^ -cHangesL ^ . 

• The're are a number of trfings to"* consider in making an estimate. ' The 
job may lead to' other work. In that case, you may want to afccept a lower 
profit than usual. Also, it takes time to prepare ^n estimate. You may 
ndt want to spend your time thaJt way. This is especially t.rue if you 
don't think there is much profit ^in the job^r if -there is a lot of coin- 
petition and you don't think you have a good chance at getting the job. 

Inflation (rising prices) is another factor. Often a bid will say 
^the jric'e is good only for a few months as a prdtection against increased 
prices, The price you quote to the cusH:omer can va^y widely depending on 
the qwality of the equipment you'install. Jobs with few parts and a lot 
qt labor are harder'to bid accurately than jobs that 'involve'' mostly parts 
^and little labor. 

■0 ft ' ^ • • 

In planning the work and making ^n e,stimate you must be sensitive to 
what customers want and to how much they wiH pay* Often your service 
will codj mofe than they expect. This is , especially true in repair or 
replac^melit work. You will need to educate customers on wh-at options are 
available, ^ They will need to know what the advantages and disadvantages 
are of each choice. , Then they will have.,a clearer idea* of* what thej^ can* 




get *for their nbney. The best estimate, may not necessarily be the lowest 
price, Rathet, it will provide customers with what they" want at a rea- 
sonable cost to them. ^ 



Below is an' example of how Walt prepared an estima^te for a certain 
job. . «^ - ' . * 

Parts $3,000 
Operating Expenses 2 ,000 
^ TOTAL $5,000 

If Walt asked for $5,000 to do this job, he would %reak/even," or 
make enough money to pay for expenses. To make a profit, he'd have to 
raise his price: 

iil> 

Parts S Operating Expenses $5,000 

» 

Profit (15% of total cast) ' ' ^ ' 750 

^ >■ 

^ Proppsed Price $5,750 

r 

Summary ^ ' . ' , 

Se tting prices depends on cystomer demand, the prices of the competi- 



tion, cost^of partSj labor and other operating expenses, and the araoun.t 
of profit desired. The customer and the contractor should agree on the 
price of each job ahead' of time. Prices can be se^based on'actual cost 
of parts'and labor, f ixed .pric'^e bids, 'or pre-estabiished monthly rates. 
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Learning Activities 



Individual Activities 

■ . ■ 

1. Call up at least two plumbing repair businesses^ Ask what their 
hourly rates are for repair work. Report to the class on what you 
find out. . ' ^ 

ist five expenses included in the hourly labor rate. ^ ' ^ 

will cost the owner ^0 for parts and tax on parts and MS for 
labor and overhead expenses. Which would be a 'fair price to charge a 
customer? * * , 

a. $85 ^ • y 

b. ^$100 

c. $125 ^ ^ ' ' ' ' • 

4. In making an estimate, Fran figured the parts and tax*on parts would 
|>e $500 and the overhead and labor expenses would be^ $400. She wanted 
a profit of 10%. How much should Fran bid for the job? 



Discussion Questions 

1. Two -contractors give these viewpbints on setting prices. Would you 
set your price high, low, or average? Why? ' n 

"I pay my employees well, and they do good work. I charge a ^ 
higher price than most o'f my competitors. But my reliability and 
quality mak^ it well worth the pirice." 
• "My prices are among the lowest in the area. I make les's profit 
on each jobc But I. attr,^<St more" customers that way, and my total 
profit is high." ^ < 
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♦ 2, A home owner wanted a new tub installed. Company A-raade, a bid of* 
$800, Company B made a bid^of $1,250. But Comt>any B used a higher 
quality unit that wa^ more durable^and attractive. As the home ' 

^ owner, would you accept A or B? - Why? 

ft 

r 

3. Rank these jobs in order of , the it desirability to bid on, 

• Home owner wantsT a firm bid on a job of around $250.. 

A request for a bid on a large commercial job of around $15,000. 
The plumber knows tHere,will be a lot of -competition, and he has 
never done a job that .big, before. 

• A request from a small restaurant fof an add-on job of around 
$3,000. . - 



Group Activity 

The class should be divided into groups of three. Have each^ person 
take the position of the customer, an employee, or the owner. Discuss 
whether you would prefer a fixed price for repair jobs or a price based 
bn cost o|. parts. and an hourly rate for time actually spent. For a large 
replacement job, which would*- you prefer?, . 
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UNIT 7 



4 

Advertising and Selling 



"Jo help you learn way/S to advertise and sell the 
services of a plumbing business. . 



Objective. 1: Choose «*he best way to advertise your 
plumbing business for a specific purpose. 

Objective 2: Design a printed ad for your plumbing 
business. * . - *^ * 
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WALT SELLS HIS PLUMBI-NG SERVICE 



Walt uses his contacts with building contractors as his 
main source of busies s. He says, "In ray kind of business, 
• wqrd-of-raiouth is the best way to advertise. If I do a good"^ 
jo^on a cpn|ract, then that builder^is likely to use rae 
again and to r^cctonend me to other builders, ' My business 
is based on repeat customers and referrals," 

When Walt started his business, he called contractors 
^nd other people he knew in the building trades. He told 
them he was now working independently on new residential 
construction work. He asked them to keep him in mind if 
they needed his serviices. • ^ 

He also printed business cards with h^s name and tele- 
phone number. He sent the^card and a letter describinig hi^^. 
qualifications 'as^ a follow-up to the people-he talked to. 
He says, "Ir was .uncomfortable at first calling people,^ 
But that seemed t*he best way to let them know what I had to 
offer," . * . / . 

.a' * ' ' " * ' 

Walt als(i listed his name and telephone numbertsLn' the 
Yellow Pages of the telephone book. In addition, he painted 
a sign on his truck saying "Powell Plumbing" alonjg yith his 
contractor's license number. Finally, .he regularly reads ^ 
the local trade association publications to get leads on 
jobs. This also helps. him keep current on the trends in 
construction, - e * - 

' ^ : : — — \ — \ ' 
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Advertising, and Selling 



Customers nee^to know a service is available -to use it, Th^ purpose 
'of advertising isjto attract customers* How you deal with the customer 
and provide theyservice will determine if he or she i^ satisfied. This 
section wilj., di/scuss: 

• customer needs; • ^ ' 

• advertising and promotion; 

• selling and customer illations, 



Customer Needs 



Reperaber what the basic motivation is for people to use your services,^ 
At home and work, the customer wants a pluifibing system that operates 
effectively witti a minimum of problems arid quick rep^^ir service when things 
go wrong. The customer wants deprendable work a^t a reasonable iftice. 



Advertising and Promotion 



Tkere are many. ways to advertise a business. The way you select, 
depends otl th^ service you provide and whom you want to reach, A.dvertis- 
ing can be expensive* You must, decide how much you can afford to spend, 
A business owner wants his or he± advertising to be *cost^^f fective, Ihat 
isV Business ^owners want to generate the most business at the least cost. 
•Ihat sounds easv,'. but it is dif f icult* to*achieveI h 



B^ielow are a nt^ber bf ways to attract customers and a brief descrip- 
tion of how each way can be used in the plumbing business. 



Yellow Pages of the telephone book . Ih 
tising for many "plumbing businesses, part 



is is the major form of adver- 
icularly for repair work,-- The 
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ad should include your n^e, telephone number, and other tcey information. 
The cost varies depending on the local area and the size of the ad. M4^»T^ 
companies select a n^me starting with a letter that-- comes early in t]Je 
alphabet. ^That way their listing will be among the first people will 
see. Placement -of the larger display ads depends on other things, such 
as how many years they have had a lisfiing in the telephone book. ^ 

Personal contacts. Business from friends and their referrals can be 
a good source of new business. Giving people a printed business card, 
with your name and telephone number assists, in this. Often people draw 
on friends from a church, club, or other group thjsy belong to. 

Contacts with contractors attd other- plumber s . Contacts with contrac- 
tors are J)articularly important 10 ne'w construction work when the con- 
tractors subcontract part of the^job. A l^etter^ f.ollowed up by a telephone 
call "or visit may be used to make a contartvwith a contractor. Plumbers 
may also refer jobs to each other for w/rk tney don't specialize in. For,^ 
example, a plumber who deals primarily in large contrac^^f-ft^may refer some- 
one else for a small job. .Trade publications also provide information on 
contracts that are up for bxcf in some^areas. 

Truck . An attractively painted truck with the comp^lny name neatly ' 
printed on it can create a positive image for a business. It also can ^ 
make its'name familiar to cCistomers. 

Newspaper . V/ays of using^'newspaper advertising depend on the local 
area and the^ rates charged. Ac large city newspaper ad w;ill probably not 
be a cost-effective way to reach custome^u^^But an appropriate ad in a 
smaller neighborhood or jsmall town paper may generate a good response at 
a reasonable price, l^eople looking for a service would be likely- to look 
in the classified section where services are listed. A larger display ad 
in the paper may at*tract people, particularly for jobs that people may 
put off for a long time. These include jobs such as remodeling or drain 
unc logging. ' . • • ^ 
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Other contacts . Sometimes a plumbing business will do a direct mail- 
ing, 'call potential customers^ or^dontact people who have used their ser-- 
vice in the past. Radio spots cQuld be used. But television would be 
^00 expensive. This is usually aimed at generating replacemeTtf , remodel- 
ing, or maintenance work, ' A business owner would carefully conside^^J^ 
cost effectiveness of this type' of advert ising ^before doing it. Distri- 
' ^tion^of attractive brochures describing yoiir service is another way of 
^advertising, * 

Any business will probably use a mix of these advertising approaches. 
' A new business may start with a large advertising budget to attract new 
customers. An established business may depend more on referrals and 
repeat customers. - A business often will ask customers how they heard of 
the business to find out if its advertising is actually attracting new 
customers. ' ^ • 

- - i- 

Often a company will project an image through its advertising. The 
image may stress low price, good service, or quality, work. Different 
images will appeal to different customers, , 



Selling and Customer Relations 

4., 



Once you 
service, Th 



have attracted customers, trou must "sell" them on using your 
se are ways to do this. 



• How tV^customer is tr^^ated — Ar A th^i^r questions answered, 
are they^pro.vided with thie inforrli^tion they need? 

• The truck — Is it neat or messy? , ^ 

• The appearance of the plumbers — Do they wear a uniform or oth^r 
appiropriate clothes? 

• The b'ehavibr of the plumbers — Are they confident and competent? 
Are they courteous? Do they come when scheduled? 

• ^The qualit^of the work — Is the work' done to the customer's sat- 

isfaction? 
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Customers also form an impression about a business through its writfeen 
communications, ^ • < 

• , The appearance of the hid — Is 'it we 11" organized, specific, clearly 
written, and neatly typed oti good quality stationery? 
The business card — Is it* attractively des*igned; and does it, ^ 
present the i^age you want? *■ * 

Every contact the customer has with the business influences or- 
heiT impression. This begins with the initial telephone xal 1 , It con- 
tinues until the work, is completed and the final .contact is made, y 



Summary 

J 

To have a successful plumbing business, you must attract customers 
and demonstrate that yau can provide them with the service they want. 
The strategy you use in planning your advertising depends on the servioe 
you provide, whom you want to reach, and how much you can spend. Every 
contact. you have with customers contributes to their impression of your* 
business, \l 
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Learning "Activities 



Individual Activities 



1. List, five ways to advertise for a plumbing business. 



Look in the X^llow Pages of^ the telephone boo^c under "Plumbing." List 
any subcategories such as "Contractors" or "Drain and Sewer Cleaning 
Write down the name of a business that emphasizes each of these: 
drains unplugged, home repair work, remodeling, or construction. 



3. Look in t^e classified section of a newpaper for listings under 

plumfeing* Bring the listings you find to class. Als* look for dis- 
play ads in a newspaper. * 



^. Select a name for a plumbing service and explain the advantages of 
the ♦name* . 

.© , 

Discussion Questions , 



1. -Give a good way 



to advertise each of these services:- home maintenance 



-and repaii; work new con^t^ction work^ and 'home remodeling wotk. / 

• ^ . , . «> 

2. Diseyss the statement', "Our' service people are our best sales .people. " 
' '* » ' ' ■ . - 

' * » ' ' , ^ ^. * • 

3. .A4)lujnber specializiihg in drain unplugging has a yeiarly* budget of 

$1,000 for* advertising. He has the ^following choices for an ad in the 
^Yellow Pag6^,* What size Yellow Pages ad do jrou think he should buy? 
What other kind of advertising should he do? 
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• Short listing - t 100 /year 

• Medium-size display ad - $500/year 

• La rg'e display ad - $l,000/year 

Group Adtivity / - » 

Prepare a simple ad for a plumbing business to appear in the Y,el\ow 
Pages* Include the name, te^lephone uumber, and other information you 
feel is appropriate and would appeal to your customers. Share your ^d 
with the group and explain why you designed it as you did. 
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'UNIT 8 



Keeping Financial Records 



Goal: Tovhelp you learn to'^ keep inane ial records for your 
plumbing business . 



Objective 1:. Fill out a customer' account form for 
the services performed for a customer. 

Objective 2: ,Fill out ,a daily-cash sheet for money 
received aHd paid out in one day. 
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WALT KEEPS TRACK OF FINANCES 



. ^ Walt set up a recordkeeping system when he first started 
working independently. He had a file system and' a way to - 
keep track 6f the money he spent. But' Walt found that he ' 
tended to put off doing the recordkeepihg . He would put 
things in the "To Be Filed" box. He wouldn't get to them 
for several weeks. 

After he was 'in business for about six months, Walt 
foundjEhat although he had work, he was short of cash. 
Because .of the way his systim was set up, it was difficult 
. to tell how much he needed to charge to cover overhead 
■ expenses. He needed better records to see how much money . 
he had. They also would help him to anticipate -when he 
would need to buy parts and when he would get paid for jobs. 
, a 

Walt met with an accountant. The accountant helped him 
set up. an improved recordkeeping system. It provided "Walt 
with the information he 'needed for his planning and deci- 
sion making . , 

Walt decided he needed to place more importance" on 
keeping records. He says, "It really doesn'ttake very 
long to do the records once I sit down and do, it. I don't 
want to take time during the day when I can be doing other 
things. I'll set aside Tuesday evening from. 7 to 9:30 as 
the time to do my records. If I don't get caught up" 
■ ' work Thursday evening 
current ." 



That way I can keep my records. 




Walt also decided, he .panted to understand accounting 
and tax laws better. He learned a lot from talking to his 
accountant and "other contractors. He also read about 
recordkeeping. And he took a class on basic accounting 
through a local college. - • . 
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Keeping Financial Records 



As a business owner, you must have a clear way to keep tra6k of your 
.money. Different business.es have different recordkeeping needs and 
methods. This unit discusses the importance of kef^ping financial records. 
It also gives' two^examples of the type of records that might be .kept. 

Importance of Financial Records ' . 

Oftep people starting a plumbing business know their trade but do not 
have imich knowledge' in the area of bookkeeping*and accounting,, An owner 
does not need to do the bookkeeping. But "he or she should thoroughly, 
undei^stand the system and be able to use it to get the ir^ormation needed 
to plan and make decisions. 



The purposes of keeping financial records include: 
making business decisions and plans; 
keeping track of revenues (money coming in); 
keeping track of expenses (inoney'^oing out); 
preparing taxes and other business reports; 
sfeeing what each jojb costs; 

comparing actual costs with estimates and bids; 
anticipating cash shortages; and ^ 
determinijag" profits. 



You have .Already learned about the vork order- ^ It shows costs on a 
specific job. This unit discusses two other types of records — a customer 
accoCint^ f orra and a daily cash sheet* Other records might include pay roll 
recordsk io^m^tax records, and records grouped by type of expense'. 
These re^p^Rls are periodicals summarized and- organized into forms that 
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show how the business is doing. These include forms such as balance 
sheets and profit/loss statements. , * 



• Customer Billing " - ^ 

Some plumbing businesses do the work anh then later send a bill. 
Others havfe the customer pay at the time the wark is*\ione, palrticularly 
for' repair work and small jobs. For large jobs there is often an agreed 
on progress .billing schedule for^ the custbnier' to pay a" Certain percent^age 
of the cost when a .certain percentage of the /work is convpleSfe. The cus- 
' tomer may not* pay a small: percentage of th^bill yntil he or she knows 
the syd-tem Is in good. working order. 

Sometimes a business owner extends credit to good customers in order 
■to g6t their business and rau^t wait for their payment: Meanwhile, the 
owner needs cash to pay workers and for other expenses. This type of ' 
credit is of particular 'concern in new construction. For a large job a 
plumber will usually file a lien on the* property . This puts a claim on 
the property if the work is not paid for. The business owner should send 
out bills promptly to encourage tljie customer to pay as soon is possible. 

A customer account form is kept in the office. It shows how raucl^ a 
credit busfomer owes the business. On the next page i\an example of a 
customer account form that could be used in an office. 



r 



CUSTOMER ACCOUNT , FORM 
Cus^tomer: Lawaon Construction Co. , 88 S. 10th St./Haven^ 111. • 


Date 


Description of Sale 

* 


Amount 
Charged 


Pa VlTIPnt* 

Rece ived 


> T)p 1 p n p o 

Due 


7/1 


1st Installment, Job 301 


$ 500.00 




$ 500.00 


8/1 


2nd Installment, Joi 3Ql" 


500.00 




1,000.00 


13/15 . 


Payment * 




$1., 000. 00 




ll/l 


3rd Installment, Job 301' 

i —2 


^2,500.00 




^2, 500. 00 








♦ 















0 



, The Lawson Construction Company was billecf ^500. 00 for the first 
installment and $500.00 for the second installment on a job, ^or a. total 
of $1,000 balance due. The Lawson company paid this on August 15. It no 
longer had a balance due. Later it was billed $2,500,00 for the third 
installment. This is shown here as the balance due. 

V 

Daily Cash- Sheet 

A daily cash sheet such as the*6ne on the next page can be u 
keep track of the money coming in and going out of a business each day. 
'Th^s form is only a sample. The system used will depend on ^te specific 
business. ' ° 





DAILY CASH SHEET 



Cash Receipts 



Cash Payments 



Cash Sales, 
Collection on 
Credit Sales 



$ 450,00 

$ 



TOTAL CASH RECEIPTS*$450.00 



Salaries _^ 

Building Expenses $ 500, 00 - 
Equipment & Furniture ' 
Inventory or Sup])lies 

Advertising ^. 

Other ^ 

TOTAL CASH PAYMENTS $500.00 



*In the sample, for a particular day there were $450.00 in cash' 
receipts and $500.00 in cash payments. These and other daily records are 
periodically summarized Into forms that show how t^e business is doing, 
such as a balance sheet and a profit/loss statement. You wi^U learn about 
•profit/loss statements in the next unit. If you do go into business for 
yo$n:s€»lf , get the advice of a bookkeeper or account;ant about how to 
complete a balance sheet. 



Summary 



Keeping careful financial records «can be key to the success. of a 
business. Often plumbers going into business for themselves must learn 
about how to keep and use 'f inane ial ihf orraa-tion. The specific forms and 
systems used should be designed to meet the needs of the particular ~' 
^business . • ♦ . * 
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Learning Activities 



Individual Activities 

• « 

1. List four reasons for l^eeping careful *?i*nancial records. 

r , 

2. Complete' this customer account form for Allen Wong using the informa- 



tion below. 








Date 


" ' description 


< 


Amount 




• 1/15 • 


✓ Drain Unplugged 


5JO.ocr 




1/25 


Chet:k Received^ 


30.00 




3/4 


• Repair garbage* disposal 


35.00 




4/4 

< 


Replace garbage disposal 


126. 00 






CUSTOMER ACCOUNT FORM 






Customer : 






























Date • 


Description of Sale . 


Amount « 
Charged^ 

\ 


Payment 
Received 


•Balance 
D6e 






















g 
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3. Complete this daily cash sheet using the information below regarding 
cash ti^ansactions on one day. $ 



Transaction 
Advertising in Yellow Pages 
Insurance Payment 
Collect-ion on credit sales 
Salaries 



Amount ' 
100.00 
85.00 
550.00 
i;500.00 



/ 



DAILY CASH SHEET 



Cash Receipts 



Cash Payments 



/*1:ash ^ales 
Cbllectioti on • 
Credit ;Sales 



TOTAL CASH RECEIPTS 



Salaries 

Building Expenses 
Equipment & Furniture 
Invent;oi:7 or Supplies 
Advertising 
Other 
TOTAL CASH PAYMENTS 



"1 



< 



4. Explain the term "progress billing^'* 



5. How could an adult in your loca'l community get training in accounting 
or bookkeeping? * . 



Discussion Questions - • 

1. Do you think it is better for the owner of a small business to keep ^ 
ali'ihe financial records or to hire, someone else to do it? Discuss. 
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2. Gi^e examples of when you would want a customer to .pay in ca^h. Give 
examples af when you would extend credi*t. 

3- Fred Gonzales has *done some plumbing repair work for^ local res- 
taurant. The restaurant now has a balance due of $75.00 that is two 
months overdue. Fred sent a reminder notice after one month. What 
dp you think Fred, should do? ' 



Group Activity ^ ^ 

In a group, make a .list^of the types of decisions Walt needs to make 
in his business in which it would be helpful to have information from 
financial records. 




J- 



UNIT 9 . 

Keeping Your Plumbing Buslines 9 Successful 



Goal: To help you learn how to -keep a plumbing business 
successful. t ' • ' ^ 



Objective 1: Figure out the net profit, i?rofit 
ratio, and expense ratio for ttiis business* 

Objectdve 2: State one way this business could 
increase its profjLts, ^ 

Objective's : State one ^ay this^business could 
change its services^to increase sales. 




4 ' 
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WALT CHECKS HIS . COMPANY' S HEALTH <^ \ 



Walt has been in business for five years now. 
have been changes in his business over the years, 
describes some* of tliese changes. 



There 
Walt 




"During th.e third year in business, I got some 
to do small tract developments. I liked havingal 
I could depend on over a longer period of time. I 
extra help, and things went well for abo^ut a year, 
end of Year 3, I began having difficulty finding good 
workers. I ended up spending much of my time directing and 
supervisring others. I 'found I didn't like supervising as 
well as doing the plumbing work myself." 

Walt decided to change his business. There was a lot 
of new building going on^ so he decided to stay in new con- 
struction work. However^'he decided to lay off all his^ 
wc^eirs but one. "I'll only take jobs that the two of us^ 
can handle. But I think that we can handle quite a few of 
the jobs that are up for grabs right now." ^ 

After a -few months- Wa^lt decided that he liked his cur- 
rent rate- of business. He says, "I like working at the 
level I'm at now. I could probkbly get more work and hire' 

help. But that would increase my expenses. I would 
need to ^o more supervising, too\l like being small. I 
can k^eep my expenses down and make a good living doing worjc 
I like. Next year I am going to concentrate on selling 
more' custom plumbing jobs in new homes. I earn a higher 
percentage of profit on these jobs/' t 
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Keeping Your Business Successful 



A business must make a profit to continue^ Profit is one way of 
evaluating the success of a business. However, there are other personal 
satisfactions for some people in running their«own businesses. This 
section discusses personal satisfaction, ways to increase profits, and 
using a profit/loss statement. 



Profit and Personal Satisfaction 

y 

Many people start a small business hoping to make more money than they 
did working for someone else. 'They take a risk by going on their own. ^ 
Some people make much more money. Some make about the same. Others make 
less than what they could make working for someone else. Different people 
are satisfied making different amounts of money from their business. For 
Some people, personal satisfaction is more important than profit. 

There are other considerations 'to being a small business owner. Soke 
pieoplei like working for themselves. They^may enjoy the -independence, the 
challenge,, or being able to make the decisions. They are usually persis- 
tent, hard working, ,and motivated; Other people don't like the work, 
even when their business is profitable. They may not like the worries, 
responsibility, the lotig hours, or having to make so many decisions. ^^^^^^.^^Jj^ 
operating a small business is certainly not righffor everyone^ 

Pro.fit/Loss Statement ' • * . 

A profit/loss statement shows revenues, cost of goods sold, gross 
prdfit, expenses, and net pro-fit during a certain perioi^.of time* -^This 
information can be helpful in determining how afbusiness is doing and in 
deciding what changes might be made* ^ Cost of goodi; sold refers to t'he 
parts and mfaterials tKat;were used in plumbing work during the year. 
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A profit ratio and aa expense ratio can be figured from the informa- 
tion on the profit/loss statement. They show the percentage of profit ' 
and expenses to sales. They are useful in. comparing the performance Of a 
business from year^to year. They are computed as follows: * 



Profit Ratio = 



Expense Ratio = 



Net Profit 
Revenues 

Expenses 
Revenues 



Following is Walt's profit/loss st^atement for years three and four. 



TWO-YEAR PROFIT/LOSS. STATEMENT 






Year 3 




Year k 




« 

^ . 




% 








Revenues 


^25.0,000 


100% 




$187,500 


100% 


Cost of -Goods Sold 


,150,000 


60% 




$112,500 


60% 


Gross Profit 


$100,000_ ^ 


- L 




.$ 75,000 


* Expenses 






«> 




Salaries 


37,800 






17,250 




Depreciation and Repair 












of Equipment 


; 3„000 






3,2go 




. Gasoline 


2,200 






1,500 




Office Supplies 


1,000 






800 




Advertising 


1,500 






1,000 




Other 


4,500 






2,500 




TOTAL ' • • 

» « 


$50,000'' 


20% 




$26,250. 


14%. 


.Net Profit '.(before 
owner's salar^ 


$50,000 


20% 




$48,750 


26% 



Often pluipbers do not include their salary in the net profit. Then 
Ttbeir reported profit as a percentage of sales is much lower. 
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In analyzing^e prbfit/loss statement, you can see that Walt «had * less ♦ o 
revenues and profit* in Year 4. He also ha^ less expenses, so^his percen- 
tage of profit was higher. 

if Year 3 ( Ye/rr 4 



Expense Ratio 20% ^^"^^--^14% ' ^ 

Profit Ratio i'0% ' 26% 



How to Increase Profits , * ^ , - ifft^ 



Although Walt was now happy with the basic, size of. his business, he did 
want to raise -his profit a little in Year 5, Business owners can increase 
profits by increasing revenues and by decreasing expenses. It sounds *easy, 
but it is often difficult to'dcj^I Some ways to increase revenues include: 

• raising prices; . • i 

• getting more customers; 

• working'more efficiently and getting more work done; 

• providing dif f erent services; or ^ * 

• specializing in the more profitable services. 
,Some ways to decrease expenses include: 

• h'aving a sfmaller inventory o-f parts and materials; , ' 

• ^ ijnproifirig office ^procedures; 

• reducing waste; and 

• • cutting 4own on employees. 

Sometim.es it is difficult to reduce expenses without also reducing, 
services provided/ This may lead to a loss of revenues, ,^fal^ing business ' 
decisions requires good judgment. * - . *' ^ 



Summal'y ^ " 

A company must make a profit to stay in bus'ines's. .A profit/loss 
statmen^t sho^s the owner how much profit there is* It can be used ten 
decide on areas where improvements can b^ made. Personal^ sa^sfaction, as 
well as profit, is important to Jme small business owner* , 
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Learning Activities 



In<H vidual- Actrtvitie s 



!• Give the equation for an expense ratio and a profit ratio. Explain 
why they are useful. * 

2. In Year 5 Walt h^d^re'venues of $200,000. His parts and inateri>als ' 
cost him $118,000. His ^expenses were ^,000. What was the net 
profit, the"* expense ratio, and prof it 'ratio? Did Walt do better or 
worse than in Years 3. and 4? 

* > ' > 

1. List three teasons why revenues for a plumt^ing business might go down. 

4. List three ways to •ir\creasB revenues. * 

5. List three ways 'to reduce costs. ' * 
Discussion. Questions 

1.^ Suppose that r-journeyraan plumber in Walt's area earns about $30,000 
a, yean. Which of .these amounts do y6u think Walt should earn, 'and 
why? ■ •■- ' _ • 

\' _ V $25,000 • " • . • ^ , ■ 

;-' b. $30,o6o ' ■ ' ^ ■ 

• c, $40,000 

d. Over $40,000 ' . • - 



1, Which of jtbese types of work would you like to do if you were a small 
' business owner, and why? ' ^ 
a. New construction 

b. Remodeling * ^ ' 

c. Repairs 

d. Commercial property 

— e-> — Resi<ientia4 -firopegty- * * ' 



3, What petsonal*^ satisfaction might you get from having your own 
business? ' . \ . ^^ ' 



Group Activity • . , 

Imagin^^that your group, is gaing to start its own plumbing business. 
What kind of business would your group Like to run? Write a description 
including the following. 

• Name of the busriness 

Services . ** 

Customers • 
Location 

Number of employees ^ 
Why' you think you can compd^te 
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SU^^IARY- 

I 

This module has been about owning a small plumbing busi- 



ness. There are also large companies' with many employees 
t:hat do large-scale commercial construction, residential 
tract housing, and other large jobs. They may offer a range 
, of services. Such coinpanies- soraeti\e» started small and ^ 
expanded' or had Idrge amounts of money -to invest in the 
beginning to get started, ' 

/ Starting your own plumbing business can be a rewarding 
^challenge. Many people lij^ working for themselves and being 
cheir own b^ss, They'also like the f^ct that their efforts^ 
will be rewarded financially. They get botb persbnal satis- 
facjtidn and the possibility of moye income by running their 
own business, ^ ^ ' 

In ordpr to own and operate a succejs'sfuL plumb'ing' busi- " 

* ' * » 

ness, 'you need training as a pluinJ)er, work experience, 'and 

the special business management skills we have covered in 

. this moduleN^If you haVe not had a course in plumbing, you 

should take one before deciding' to own a plumbing business. 

You ban lea'rn business management skills through business 

c lasses, experience, or by using the advice and example of an 

expert. . 



Operating a small Qu^inegs is not appropriate for eve'ry- 
one. It takes hard work and can be risky. Many people 
t)refer to work 4s an. employee and to leave the details of 
managing the business to someone else.- You may not make a 
• lot of money by owning a plumbing business. However, you 

<^ . ^ ' .' ■' ■ ■ ... ' 
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would have the personal satisfaction of being responsibie for 
^your business and making your own decisions. I^hink about how 
important these things are to you in consid^fring if you might 
like to start your own plumbing business. 



\ 
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QUI2' 



1. The l^ast likely customer of a sriikll pltirabing businesJs 
would' be: ' j 

^ a home owner. . 

, b'. an apartment owner. 

c. a general contractor. 

d. the manager of a large factory. » 



2^. List three helpful personal qualities of the pwner of^ a 
plumbing business.^ % ^ . 



a. 
b. 



3., List two ways to help a plumbing business c'bmpete suc- 



cessfully . 
a. 



^ b. 



4. The legal requirements to operate a small plumbing busi- • 
'-ness may include:' $ * ^ 

passing a state test. ' 

* ' ^ b. having a business license. ^ . , 

- ^ .c. Having a -certain number of years o*f experience- , 
d. all of the above. 



5, ^^ist two things to think about in deciding in what are~a to 
■ll>c4te,your business. * ^ 
^ a. V 



I,- 
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6.' Which location seems best for a large plumbing buwnes^? 

* a. ^ A home ^ * 

b. ,A place where many people walk by 

c; A shbp and office in a commerciaT area 

^ d. A space in an office building 

^7. List the three parts of a business description. 
• a . ^ ^ 

D . 

• ^- ^ * 

'8. Casey Harris plans on starting'a small .plumbing repair 

Service. She has ^10,0t)0 ^he can spend. ' She estimates 

that he^ expenses will be $15,000. Fill out the form 

< below using this information. 

* • 



Tota^ Starting Expenses 
» Total Money on Hand 
Total Loan Money Needed 



9. Of these people, who would be most likely to 'decide about 

hiring fi new employee? - ' . 

• • • ^ • ^ 

^ a» The owner , ^ 

* b. The foreman on a job - . ; 

c. A journeyman mechanic 

d.* The office worker 



s 
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What kind of experience would you'look for in a person you 
wanted to -hire for *^\fiw^ construction" plumbing work? 

a. Seven years ^S^xperie nee in sheet metal work, 

four y^ars of experience as a foreman 

. b. Seven years of experience in plumbing repair work 

c. Four "years of experience >in new construction '» 

plumbing , ^ome experience as a foreman 



List three ways ^to keep your employees satisfied. . 
a. 



Ron installed a ISO-gallon waterheater. * It took $600 in 
parts and three hours of labor af $36 per hour. Fill out 
the form below using this information. ^ 



Total Materials"^^ «^ 

r 



Total* Labor 
Tax (6% of Materials) 
TOTAI^ COST 



Which of these jobs would you schedule first on a given 
da^i? 



a. A maintenance contract job 

^ 'b.* Fix a jjleaky -faucet ' ♦ . ' 

c.. A plumbing emergency, call Jrom a.major customer 

. d. A request for an estimate oh a remoiietiftg^job ^ 
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*^ 14« A job will cost $200 for parts and $250 for operating 

expenses. The contractor wants to'makesa 10% profit. How 
^ • nuch should he or she bid for the job?^ \ ,* 
-a: - $450 

b. $500 • • . _ 

c. ^'550 * . . 

. • ^ . ••■d . 

15 • Which of th'^se would be the "best way for a business doing 
emergency plumbing r^^pair wor^ to advertfise? * — 

^ a. Business cards , ' ' 

, b . ^ Newspaper 

c . Radio * ' 

• r > f d. Yellow Pages- in the -phone book < * 

16. iist the two most important things to include in an ad. i 

a. ^ : ' 



17.. Molly McPherson had a fixture replaced for $200. She has ^ 
paid $150. Wha^ would be the iJ^lance due. on her customer 
accpunt form? * , .. ' 



Idv Michaletti's Plumbing Company had the following cash 
reteipts and cash payments an one day^:' cash sales, of 
' * ' ; ' $521^^; ^rch^ase'of inv^tory -f or $700; and ^coilectionvQn^ 
^ credit* sales of $129.00, What were, the total cash receipts 
" and total tcash payments fof;j:he day? ^ , ' ^ 
./ Receipts: ^ $ Payments: $ ^ 

1 • . 19* ' In bne year a business had $100,000 in i^eyenires and ^ 

$25,00^ iti expenses. Cost of goods sold was $60,000. 
V ' Pill in the blanks. * 1 ^ 



a. • net Profit = 



J 



b. Ptdfit Ratia = 



c. ,^xp€hse Ratio = 



20. Lijt^the two main things* a business can do to increase 

• ♦ 

prof its. ' • ' • ' 

• ft 

a. , '* 

b. ' • ; 

■ V 

21. List two things a plumbing business can do tovincreasef 
sales. 

a- s 

b: ' ' ' t 
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